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BUYING A CAR? 
BE IN THE DRIVER'S SEAT! 
Other than a house, a new car is likely to be the largest single expenditure for most 
consumers. The average price of a new car is over $9,000, and that's for a basic model 
with no options. In addition, there are over 500 different models on the market. No 
wonder many consumers find shopping for a car so frustrating. In fact, some consumers 
are willing to pay a Maryland "auto psychologist" $200 to analyze their needs, help them 
choose the right car, and negotiate the deal. 
While buying a car is not a simple process, you can make it easier by following these 
basic steps: 
Step 1. Decide what type and style car you need. 
Step 2. Choose the options you would use and are willing to pay for. 
Step 3. Identify the makes and models of cars that fit the decisions you made in 
Steps 1 and 2. 
Step 4. Calculate dealer cost or invoice price for the cars you've chosen. 
Step 5. Negotiate the price. 
If you plan to trade in a car you already own, there is an additional step: 
Step 6. Negotiate the trade-in. 
You don't need to hire an expert to help you with your purchase. You can take the 
hassle out of buying a car by using the guidelines discussed below. 
Do Yon Need a Car? 
Should you own a car? If a car wouldn't be used often, a bicycle, moped, or 
motorcycle may serve your needs. Taxis, buses, and trains may be realistic options if 
you live in or near a city. City traffic and the expense of parking may lead you to choose 
public transportation rather than owning an automobile. However, a car may be essential 
if you live in a rural area. 
If you and your family members use a car several times a week, you may find 
ownership a necessity. Although leasing is expensive, it may be a good choice if you 
can afford the leasing and operating expenses but don't have the cash for a down payment. 
If you use a car for only a few days a year, you might rent one as you need it. 
The Cost of Owning a Car 
Car ownership can be expensive. Before choosing a car you should evaluate the costs 
involved to see that they will fit comfortably in your personal spending plan. The cost of 
owning a car can be divided into three parts. 
Depreciation is the largest expense. This is the difference between the price you ~ 
paid for the car when you bought it and the price it sells for later. For example, if you • 
originally paid $10,000 for a car and later sell it for $5,000, depreciation is $5,000. 
Depreciation begins the moment you drive your new car away from the dealership and 
continues until the car's value reaches zero. 
Estimating depreciation for a car that you are thinking of buying can be difficult. 
You need to estimate how many miles you will drive it, when you will sell it, and the 
price you will be paid. Fortunately, experts have come up with rough estimates for rates 
of depreciation. (See Table 1.) For example, if you purchase a subcompact car for $7,000 
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and sell it three years later, depreciation will be roughly $2,590 ($7,000 x 37 percent). 
The car's value depreciates by 13 percent the first year. Depreciation continues in the 
second and third years at a rate of 12 percent each year. Thus, cumulative depreciation 
after three years is 37 percent. In other words, in three years the car will be worth 
approximately $4,410. If you keep the car for seven years, cumulative depreciation will 
be around 71 percent, or $4,970. Full-size cars, including luxury models, usually lose 
their value faster than intermediate, compact, or subcompact cars. In part, this difference 
reflects the popularity of smaller, more fuel-efficient cars. 
Fixed expenses are another cost of owning a car. These expenses include insurance 
premiums, license fees, and, if you fmance the purchase, interest. 
Flexible expenses are the fmal cost. These expenses will depend on how much 
you drive the car and include gasoline, oil, tires, servicing, and parking. 
Use Worksheet 1 to estimate your expenses for cars you are considering buying. If 
your estimated expenses are higher than the amount you have to spend, consider: 
- delaying your purchase until you can save more money to buy the car. 
- buying a less expensive automobile or one with better gasoline mileage. 
- increasing the deductible on your automobile insurance to lower the premiums. 
- paying cash rather than financing the purchase. 
- making a larger down payment. 
- extending your payments over a longer period of time. (This will reduce monthly 
payments but increase the total paid.) 
Table 1. Approximate Depreciation of Car Value by Size and Age of 
Car and Annual Mileage 
Average 
Size purchase Depreciation rate each year (cumulative) 
of car price 1st 2nd 3rd 4th 5th 6th 7th 
................ percent ................ 
Full-size $11,500 25 40 54 63 71 78 
Intermediate-size 10,300 23 37 48 58 66 75 
Compact 8,800 18 31 42 51 59 66 
Subcompact 7,000 13 25 37 46 55 63 
Average mileage 
per year NA 14,500 13,700 12,500 11,400 10,300 9,700 
Source: U.S. Department of Transportation, Federal Highway Administration, 
Cost of Owning and Operating Automobiles and Vans 1984, March 1984, p. 9. 
84 
82 
72 
71 
9,200 
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WORKSHEET 1. Estimating Your Automobile Expenses 
Expenses 
Annual Depreciation: 
Fixed Expenses: 
Insurance 
License, registration fees, 
and taxes 
Finance charges 
Subtotal 
Flexible Expenses: 
Gasoline and oil 
Maintenance (actual costs or 
estimate at 1 1/10 cents per mile) 
Tires (actual costs or 
estimate at 2/3 cent per mile) 
Parking, toll charges 
Other costs (car wash, 
accessories, etc.) 
Subtotal 
TOTAL 
Car Make 
#1 
#2 
#3 
4 
Model 
Car #1 Car #2 
Description 
Car #3 
Consider Your Choices 
Type and Body Style 
If you've made the decision to buy a car, what type of car do you want? Your choices 
include: 
- subcompacts: the smallest car size; seat two adults comfortably. 
-compacts: somewhat larger than subcompacts; usually seat four in reasonable 
comfort. 
- midsize cars: typical family coupes and sedans. 
- large cars: the biggest domestic models, including station wagons. 
- small or mini vans: becoming the station wagon of the 1980's. 
Often, smaller cars offer not only better handling and gasoline mileage but also a 
lower initial cost. Upkeep, insurance, and depreciation costs are also usually lower for 
smaller cars than for large cars. Larger cars generally have greater riding comfort and 
power and may protect the passengers better in the event of an accident. 
What body style appeals to you and fits your needs? Your choices include: 
- sedans ( 4 door and 2 door): have central side pillars for extra stability in the event 
of an accident. 
- hardtops ( 4 door and 2 door): similar to sedans but with a sportier look; lack side 
pillars. 
- station wagons: particularly suitable if you routinely carry large objects or 
several passengers. 
- hatchbacks: have a hinged rear window that provides access to a flat storage area. 
- convertibles: have a top of canvas or vinyl that can be folded back. 
- sports cars: usually seat only two people and sometimes have little storage 
space. 
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Foreign or Domestic? 
Do you want a foreign car or a domestic car? Foreign cars often have better fuel 
economy, however, repair service may be harder to find, especially in rural areas. For 
some consumers, supporting American manufacturers may be an important factor. 
Options 
Decide what options you would use and are willing to pay for. Options may include 
major mechanical components such as an automatic transmission or power steering. 
Other options, such as air conditioning and a stereo radio/cassette player, add comfort and 
convenience. Options can easily increase the price of a car by 20 percent so consider your 
choices carefully. You may want to consult the annual auto issue of Consumer Reports 
that lists cars, their options, and typical price ranges. Advantages and disadvantages of 
various options are usually described, as well. 
Popular options include an automatic transmission, power brakes, power steering 
(especially for medium-sized and large cars), air-conditioning, defoggers and rear-window 
defrosters, body side moldings, and a central locking system. But make your choices 
based on your needs. Don't be talked into options you won't use. 
Gasoline Mileage 
Fuel efficiency should also be an important factor in your choice of a car. If you drive 
15,000 miles per year and gasoline is $1.00 a gallon, fuel costs for a car averaging only 
10 miles to the gallon would be $1,500. If your car averages 25 miles to the gallon, fuel 
costs would be less than half as much, or $600. 
The Environmental Protection Agency (EPA) estimates fuel economy for both city 
and highway driving by laboratory tests. Actual on-the-road driving is not tested. The 
lab estimates are reduced (by 10 percent for city estimates and by 22 percent for highway 
estimates) so that they will be closer to the gasoline mileage of the average driver. 
The EPA fuel economy estimates appear 
on the window stickers of all new cars. 
The estimates are also published in the 
Gas Mileage Guide. This booklet is available 
in all dealer showrooms, in public libraries, 
and from the Department of Energy. 
Remember, though, that driving habits alone 
can affect miles per gallon by more than 25 
percent. 
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Safety 
Another factor that may be important in your decision is safety. One source of 
information on crashworthiness is the National Highway Traffic Safety Administration 
(NHTSA) tests. Results of the tests are available from the NHTSA and often appear in 
newspapers and magazines. 
New or Used? 
Finally you must decide whether to purchase a new car or a used one. There are many 
unknowns in buying a used car. You can't always find out how and when it was serviced 
or under what conditions it was driven. Although odometer tampering is illegal, it does 
occur, so you can't be certain how many miles the car has been driven. The car may have 
been involved in an accident or may have serious mechanical problems. 
In spite of all this uncertainty, three out of four cars bought for personal use are used 
rather than new. The primary reason is price. The price of a year-old used car is about 20 
percent less than that for a new car. 
Buying a New Car 
Buying a new car is a six-step process. You have completed both Step 1, deciding 
what type and style car you need, and Step 2, choosing the options you would use 
and are willing to pay for. 
Step 3 is identifying the makes and models of cars that fit the decisions you 
made in Steps 1 and 2. You may fmd that checking several commonly available 
resources will help you in this process. Among the best of the reports are: 
-the annual auto issue of Consumer Reports 
-Edmund's New Car Prices or Edmund's Foreign Car Prices 
- Consumer Digest Buying Guide 
- auto and motor magazines such as Car & Driver, Road and Track, and 
Motor Trend. 
Each resource describes current models as well as standard and optional equipment. 
Consumer Reports and the auto and motor magazines also rate performance and other 
aspects of many new models. These reports can be found both on newstands and in most 
public libraries. 
You will probably find that many dealers offer the size and body type you've selected, 
so don't narrow your choices to one nameplate. Choosing two or three models gives you 
flexibility when you begin the bargaining process. In addition, you will often find twin 
Ford and Mercury models; the same is true of Chevrolet and Pontiac. Almost every 
Buick has a Chevrolet, Pontiac, or Oldsmobile counterpart. However, some other 
manufacturers, including Datsun, Mazda, Honda, and Toyota, produce one-of-a-kind 
models. 
Visit Dealerships 
Now you are ready to identify dealerships that sell the makes and models that interest 
you. You may decide to stick to dealers in your area because they are easier to reach. 
Think carefully before choosing a dealer located some distance away. Try to estimate 
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what it would cost in fuel (and possibly in time lost from work) to drive back and forth 
for warranty work, repairs, and servicing. 
Ask friends and neighbors about their experiences with local dealers. Consider buying 
from a dealer who is franchised by a major automobile manufacturer and a member of a 
state or national dealers association. If the dealer later fails to honor agreements, you can 
ask the manufacturer or the dealers association for help. 
On your first visits to dealerships judge the styling and interior of cars that interest 
you. Collect brochures. Get a general idea of prices and form an impression of each 
dealer. Identify cars in the styles and body types you want with the options you need. 
Check each car's window sticker for the list of options. The options on a particular car 
may be different from those you selected before visiting the dealership. If so, decide 
whether you're willing to pay for extra options and whether you can live without the ones 
that aren't included. If the answer to either question is no, cross that car off your list. 
Note the base and option prices of cars that meet your needs. On the frrst visit, sit in 
the cars to judge comfort and interior layout. Decide if you could live with the car's color 
and styling. You may even test drive cars. But do not buy a car on this visit! 
Check the Warranty 
Read the warranty for any car that interests you. Auto manufacturers' warranties may 
be full or limited. With a full warranty, the manufacturer must give you a refund or 
replace the car if defects aren't repaired in a reasonable amount of time. The manufacturer 
must also repay you if you have expenses for a rental car because of a lengthy delay in 
honoring the warranty. With a limited warranty, the manufacturer is not required to repay 
expenses you have because the car needed repair. 
Be certain to check what parts a warranty covers, for how long, and what your 
responsibilities are. 
Service contracts. Many dealers also sell service contracts, often known as 
extended warranty plans. These are different from warranties. The warranty is provided by 
the manufacturer at no cost. With a service contract, the buyer pays a fee in return for 
repair of all defects or of specific defects for a given period of time. 
Before buying a service contract ask: 
1. How much does it cost? 
2. What other costs are involved? 
3. What does the contract cover? 
4. What extra coverage does the service contract provide that the warranty does not? 
5. How will repair bills be paid? 
6. Where can the car be serviced? 
7. What special requirements (such as maintenance) must be met? 
Should You Order a Car? 
If you have trouble finding cars that fit your needs, you may have to decide whether 
you want to order a car or buy one on the lot. When you order a car, the dealer acts only 
as a purchasing agent and may accept a lower profit. On the other hand, the dealer may 
also have a strong interest in selling cars on the lot and offer price reductions on those 
cars. By ordering, you have more choice in exterior and interior colors. But, you may 
have to wait weeks or even months for delivery of an ordered car. 
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Decide a Fair Price 
Now you are ready for Step 4: calculate dealer cost or invoice price for the 
cars you've chosen. The resources listed earlier are all helpful here. Most list the 
manufacturer's suggested retail price and the dealer cost for both basic models and options. 
You might also write to Car/Puter International Corporation ( 1603 Bush wick Avenue, 
Brooklyn, NY 11207) or to Consumers Union (256 Washington Street, Mt. Vernon, NY 
10553). Either one will send you a computer printout of the dealer cost for the make, 
model, and body style you've selected and for the possible options. Each organization 
charges a fee of $10 to $25 for its services. 
Many experts recommend that you base your price negotiations on dealer cost. 
What you saw on the window stickers during your first visits to dealerships was the list 
price. That price includes the manufacturer's suggested base (or retail) price, options, a 
dealer preparation charge, and a destination charge. The base price is usually the first 
price near the top right. It includes the price of the car and its standard equipment. 
Standard features are usually listed near the top of the sticker or on the left side. Options 
are listed separately and the price is included in the list price. 
For most models, the list price also includes a dealer preparation charge to cover the 
cost of cleaning the car before sale. A final price shown on the sticker is the destination 
charge, the cost of shipping the car to the dealer. It may also include the cost of shipping 
parts from suppliers to the final assembly plant. 
What you didn't see on the window sticker was the dealer cost-- what it costs the 
dealer to bring the car to the lot. Nor are the dealer's overhead (costs associated with 
operating the dealership) or profit margin listed separately. However, all three are 
represented in the sticker price. For example, the list price for a basic model 4-door sedan 
is $10,228. This includes the dealer's cost of $8,827, a $414 destination charge, and a 
$987 margin to cover the dealer's overhead and profit. 
The dealer's profit margin is higher on a car with more options. Higher-line models 
have more options as standard equipment than do basic models and they also have a higher 
sticker price. You may find it cheaper to buy a lower-priced model and add options. 
Options bought as a package may cost less than options bought individually. For 
example, a package for one popular model includes electronic cruise control, tilt steering 
column, lighted visor vanity mirror, two-speed windshield wiper, and AM-FM stereo 
radio with cassette, and lists for $542. The total list price of these options sold 
individually is $742. However, if you buy a package, you may find that you have to take 
options you don't particularly want. 
Now return to Worksheet 1 and determine whether the cars you have selected will fit 
your spending plan. Your insurance agent can tell you what your premiums on particular 
models might be. You may choose to pay cash or plan to finance your purchase. 
Financial institutions will usually give information on interest rates and monthly 
payments by phone. 
Return to the dealerships and thoroughly inspect the cars you identified earlier as 
meeting your needs and spending plan. 
Some general rules to follow in inspecting cars include: 
1. Never buy a car you've seen only at night or when it is raining. Both conditions 
can hide defects in a car. 
2. Avoid buying a model that is in its last year of production. Parts for such cars can 
become expensive and hard to find. 
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3. Never buy a car without taking it for a test drive. This should include some hard 
acceleration, quick or "emergency" stops, and parking. 
Make an Offer 
Step 5 is price negotiation. When you are ready to discuss price, work up from 
the dealer cost, not down from the sticker price. A price $500 below sticker price may 
still be $1 ,000 above dealer cost. 
Ask the salesperson for the minimum markup over dealer cost. Remember that the 
dealership has to cover overhead as well as make a profit. The markup should fall 
between $150 and $400 for most cars. Expect a higher markup on sporty cars, luxury 
models, and imports. 
If the salesperson is willing to quote a minimum markup and you consider it fair, add 
that amount to your estimate of dealer cost and make the total your firm offer. For the 4-
door sedan used in the earlier example, a minimum markup of $400 would mean that your 
offer would be $9,641. This includes the dealer cost of $8,827, the $414 destination 
charge, and the markup of $400. (See Worksheet 2.) 
If the salesperson says your offer is too low, ask to see the invoice. Because your 
offer is based on dealer cost, you should be allowed to confirm your figures. Don't be 
swayed by the argument that you forgot to include advertising or other costs in your offer. 
The salesperson should have considered those costs before quoting a minimum markup 
over dealer cost. 
WORKSHEET 2. Making an Offer 
Example Your Offer 
List price $10,228 
Dealer cost -8,827 
$ 1,401 
Destination charges - 414 
Dealer's overhead and profit $ 987 
Your offer would be: 
Dealer cost $ 8,827 
Destination charges + 414 
Markup + 400 
Your offer $ 9,641 
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Stand firm by your offer. Don't be pressured by arguments that if you don't accept the 
car at the dealer's price, it may be sold before you return. Remember that if you chose a 
number of acceptable makes and models, you can go to another dealership. If you threaten 
to walk out, the salesperson may show renewed interest in negotiating the price. But be 
realistic. He or she will know that you aren't likely to buy from a dealership some 
distance away because of the inconvenience. 
Also remember that you can't bargain with someone you've turned into an enemy. A 
quiet, courteous, and knowledgeable approach is generally best. 
You can't always predict a dealer's willingness to bargain on price. Don't be surprised 
if some sellers of imports refuse to negotiate. Some import dealers receive a limited 
number of cars. If people are willing (and even waiting) to buy those cars at the sticker 
price, the salesperson has no reason to negotiate. However, various incentive systems for 
selling more cars may make it possible for the dealer to take less profit on a given car at a 
given time. Because salespeople are frequently expected to sell a certain number of cars per 
month, the end of the month may be a good time to buy. The saleperson may be as 
interested in closing the deal as you are. 
A void Packs and Hidden Markups 
If the dealership accepts your offer, you can lose the price advantage you've gained by 
accepting packs. Packs are dealer services of little real value with which dealers often try 
to maximize profits. Protective fmishes ($50 to $600), undercoating, extended warranties, 
and rustproofmg are examples of packs. Another pack is an additional dealer preparation 
charge, or ADP. This is a fee ($50 to $200) for the overhead costs involved in delivering a 
clean car with air in the tires and oil in the engine. Dealer preparation charges are usually 
included in the list price, so question any additional charge for these services. 
On imported cars, check the sticker for-- and question --a "quota tax," and the initials 
ADM or ADP. A quota tax is a dealer surcharge, ADM is an additional dealer markup, and 
ADP is an additional dealer profit. 
A dealer may require that you fmance your purchase through the dealership as part of 
the deal. Check interest rates charged at local credit unions, savings and loans, or 
commercial banks before financing through the dealership. 
Finally, if you put down a deposit, make sure the sales agreement spells out how you 
can get the deposit back if something goes wrong with the agreement. Be sure that you 
get the signatures of both the dealership manager and the salesperson. If the salesperson 
alone signs the agreement, it may not be binding. Do not sign the agreement until all the 
blanks are filled in and you understand what you are signing. 
Trading in a Used Car 
Step 6, negotiating the trade-in, obviously applies only if you are trading in a 
used car. Many experts recommend that you tell the salesperson you have a trade-in only 
after you have agreed on the price of the new car. Talking trade too early may make 
negotiations on the price of the new car more difficult. 
You can use several resources to help you decide what a fair offer for your old car might 
be. The Kelley Blue Book Market Report publishes monthly current used car prices. 
Another useful resource is the National Automobile Dealer's Association (NADA) 
Official Used Car Guide. Both are available at libraries, financial institutions, and 
bookstores. The NADA Guide gives wholesale and retail values for used cars and trucks 
built within the last 7 years. Tables in the guide show how much to add for optional 
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equipment or exceptionally low mileage and how 
much to deduct for exceptionally high mileage. 
You should also deduct the estimated costs of 
any repairs your car will need. 
The dealer may offer you less for a trade-in 
than the wholesale price you computed as a fair 
one. Whether you accept the dealer's offer de-
pends on how much you think the car will 
bring if you sell it yourself. Selling the car 
yourself also means taking the time and trouble 
to advertise and show the car to prospective 
buyers, however. 
Buying a Used Car 
The used car industry is big business. More than 17 million used cars were sold in 
1984. The average used car sold in 1984 was 4.5 years old and had been driven 45,439 
miles. The average price was $5,400. If you are thinking of buying a used car, the 
guidelines below can help you with your decisionmaking. 
Begin the buying process as you would if you were buying a new car -- by deciding 
what kind of car you need. Do you want a sports car or a family car? A 2-door, a 
4-door, or a hatchback? What price range are you considering? 
Where to Look 
Unlike new cars, each used car is unique. Once you have an idea of what you are 
looking for, you can begin your search. Where should you shop for a used car? You 
have four choices: new car dealerships, used car lots, rental car companies, and 
individuals. 
Many experts suggest that the safest bet in a used car is to buy one whose history 
you know -- a car owned by a neighbor or relative. The drawback is that an 
individual is unlikely to provide a warranty for the car. However, you should pay a 
lower price than a dealership would charge for the same vehicle 
New car dealerships are usually equipped to service the cars they sell and may 
even offer a warranty. However, they often ask top dollar for their cars because they 
usually sell only the most marketable, late-model cars that they take in on trades. 
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Used car dealerships tend to sell cars at lower prices than new car dealers. 
However, they may have no service facilities or poor ones, and their cars may be of 
lower quality. Used car dealerships often buy cars in wholesale auctions, from other 
dealers, or from fleet owners. 
A final choice is to buy a used car from large fleet owners such as rental car 
companies. They often provide some type of warranty, and you can usually see the 
maintenance record of any car you are considering. But their cars have also had many 
different drivers with no real reason to treat the cars with care. 
What's a Fair Price? 
How do you determine a fair price to pay for a used car? Three resources may be 
helpful to you. Two were described earlier -- the National Automobile Dealer's 
Association (NADA) Official Used Car Guide and the Kelley Blue Book Market Report. 
Both are available in libraries, financial institutions, and bookstores. 
A third resource is the annual auto issue of Consumer Reports. This issue gives 
frequency of repair records based on readers' experiences with more than 400,000 cars. 
Tables in the reports show ratings for specific categories including body integrity, paint, 
brakes, transmission, and the engine mechanical system. The ratings report readers' 
experiences with more than 200 models for the past five years. Categories range from 
"much better than average" to "much worse than average." A trouble index, adjusted for 
mileage, and a cost index are also included. Both compare a specific model's perfor-
mance to the average performance of other models for that year. Finally, Consumer 
Reports recommends used cars by price and lists used cars to avoid. 
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Evaluating Used Cars 
As you evaluate used cars remember: 
1. Never buy a car without taking it for a test drive that includes some hard 
acceleration, "emergency" stops, and parking. 
2. Be cautious of used cars that are loaded with options like power windows. Such 
items are more likely to cause problems in older cars. 
3. Check for recalls. A recall is issued when a defect occurring in all cars of a 
specific make or model is discovered after the cars are sold to the public. Owners 
are notified by the auto company the defect is being repaired at no charge. Check 
with the National Highway Traffic Safety hotline (800-424-9393). If a recall on 
the model exists, you will be sent a card that can be sent to the manufacturer to 
learn if the particular car has been repaired. 
4. A void buying a model that is no longer in production. Parts may be expensive 
and difficult to find. 
5. If you are buying from a dealer, ask for the name and address of the previous 
owner. Many dealers will supply this information, making it possible for you 
to talk to the previous owner before making a decision. 
6. Industry experts recommend that you ask for an inspection by an outside 
mechanic before buying a used car. Although the inspection may cost $25 to 
$50, it could save you money if you are buying the car without a warranty. Be 
cautious of dealers who refuse to allow you to take a car off the lot for 
inspection. 
7. Inspect a used car carefully. Check for leaks, rust, or flaking paint. On a low 
mileage car look for bald tires and heavily worn or new floor-pedal covers. All 
may indicate that the odometer has been turned back. 
Don't fall into the trap of believing, as many consumers do, that a clean, attractive 
car is mechanically sound. Most dealers follow a general industry practice of partially 
reconditioning used cars, known in the trade as "detailing." The vehicle's interior, 
exterior, trunk, and engine compartment are thoroughly cleaned. Detailing may cost the 
dealer less than $100, but it pays off when consumers judge the car by the way it looks. 
Check the Warranty 
Beginning May 9, 1985, the Federal Trade Commission (FTC) Used Car Rule 
went into effect. The rule requires that all used car dealers post a window sticker in used 
cars specifying: 
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- whether the car is being sold "as is" or with a warranty. 
- what systems are covered, the length of the warranty coverage, and what portion of 
repair costs the dealer will pay if a warranty is offered. 
- a warning that spoken promises are difficult to enforce and a reminder that all 
promises should be put into writing. 
- a notice suggesting that consumers ask to have the car inspected by an outside 
mechanic. 
- a list of 14 major mechanical and safety systems of a car to help consumers 
identify important systems· that they may want checked before buying. 
BUYERS GUIDE 
IMPORTANT: Spoken promises are difficult to enforce. Ask the dealer to put all promises in writing. Keep 
this form . 
VEHICLE MAKE MODEL YEAR VIN NUMBER 
DEALER STOCK NUMBER (Optlonol) 
WARRANTIES FOR THIS VEHICLE: 
0 AS IS - NO WARRANTY 
YOU WILL PAY ALL COSTS FOR ANY REPAIRS. The dealer assumes no responsibility for any repairs 
regardless of any oral statements about the vehicle. 
D WARRANTY 
0 FULL D LIMITED WARRANTY. The dealer will pay __ % of the labor and __ % of the parts for 
the covered systems that fall during the warranty period . Ask the dealer for a copy of the war-
ranty document for a full explanation of warranty coverage, exclusions, and the dealer 's repair 
obligations. Under state law, " implied warranties" may give you even more rights. 
SYSTEMS COVERED: DURATION: 
C SERVICE CONTRACT. A service contract is available at an extra charge on this vehicle. Ask for details 
as to coverage, deductible, price, and exclusions. If you buy a service contract within 90 days of the time 
of sale, state law " implied warranties" may give you additional rights. 
PRE PURCHASE INSPECTION: ASK THE DEALER IF YOU MAY HAVE THIS VEHICLE INSPECTED BY YOUR 
MECHANIC EITHER ON OR OFF THE LOT. 
SEE THE BACK OF THIS FORM for important additional information, including a list of some major defects 
that may occur in used motor vehicles. 
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At the time of the sale the dealer must give the buyer a copy of the window sticker, 
which becomes part of the written sales contract. The rule also applies to demonstrator 
models and to small trucks and vans. Recreational vehicles and motorcycles are exempt 
from the rule. Used cars sold by individuals are also exempt. · 
If you buy a car without a warranty, or as is, you assume all responsibility for 
servicing and repairs -- even if the car does not run once it leaves the lot. The dealer is 
not responsible for repairs on cars sold as is. About one-half of all used cars are sold 
without warranties. 
Obviously, if the car is sold as is, you will want some assurances that it is 
mechanically sound. Don't rely on the salesperson's promises. In two studies, inspectors 
found 1,312 defects in selected used cars. Of these defects only 60 had been described by 
the salesperson as needing repair. 
If the dealer does offer a warranty for a used car, check the warranty carefully. What 
systems are covered and for how long? How much of the repair cost will be your 
responsibility? A split cost warranty, with you paying half the repair costs and the dealer 
paying the other half, is most common. 
By Illinois law, a dealer who offers a warranty for used cars less than 4 years old is 
responsible for repair of defective engines, transmissions, and other drive train 
components for 30 days from the date of delivery. During this period you may be required 
to share the costs of the repairs, however. If the car is less than 2 years old, you can be 
responsible for up to 50 percent of the repair costs. For cars 2 to 3 years old, your share 
of repair costs can be as much as 75 percent. Your share may be as much as 90 percent if 
the car is 3 to 4 years old. A dealer may assume more responsibility for repair costs, but 
the law states the dealer's minimum responsibility. Remember, however, that no law 
requires a dealer to offer a warranty. Moreover, the law does not apply to private sales of 
used cars by individuals. 
Be certain that you are working with a reputable dealer. A dishonest one might 
simply double the repair costs so you are paying his share of the repair costs as well as 
your own. A flat-rate manual of automotive repairs is available in most public libraries 
to help you estimate the approximate going rate for repairs. 
Make an Offer 
The majority of used car salespeople are working on commission only (from 15 to 
25 percent of gross profit). Thus, they want to sell you a used car at the highest price 
you are willing to pay. The usual markup on a used car is $300 to $700 above what 
the dealer paid. 
Meet Legal Requirements 
In Illinois, whether you bought your used car from a dealer or an individual, you 
are responsible for paying sales tax. Sales tax does not apply to vehicles that are 
more than 10 model years old. For example, if you purchase a vehicle in 1987, the 
tax will apply only to models back to 1977. The tax charged is on the amount you 
paid for the vehicle and no deductions are allowed for trade-ins. 
Remember that when you buy a used car you must: 
1. Pay the sales tax to the Secretary of State within 30 days of purchase. 
2. Obtain the title (signed over to you) from the previous owner or the dealer. 
3. Apply for a new title and registration and pay the fees. 
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4. Obtain an odometer statement, signed by the seller and stating that the mileage 
noted on the odometer is correct. Retain the statement for your records. 
For more information on the legal requirements regarding buying a used car contact 
the Illinois Secretary of State's office in your area or in Springfield. 
Paying for Your Purchase 
Whether you pay cash or use credit to purchase your car will be influenced by your 
spending plan. The primary cost of financing the purchase is the charge you pay each 
month for the privilege of using someone else's money. You can reduce the monthly 
payment by financing a smaller amount and making a larger down payment. (Table 
2.) You can fmd a loan with a lower interest rate. You can also reduce the size of 
your monthly payments by extending your payments over a longer period of time. 
However, repaying a loan over a longer time also increases the total amount paid. 
Remember, though, that paying cash for your car also has a cost: you may lose 
interest by not leaving your money in the bank. In some cases, the interest you might 
earn from a bank account is greater than the fmance charges you might pay. 
If you decide to finance the purchase, compare the annual percentage rates (APR) at 
a number of lending sources. Check with banks, savings and loans, and credit unions. 
Financial institutions may offer rates lower than those charged by auto dealers. 
Table 2. The Cost of Financing a Car for Selected Interest Rates, Repayment 
Periods, and Loan Amounts 
$8,000 loan $10,000 loan $12,000 loan 
Annual Number of Monthly Total Monthly Total Monthly Total 
percentage months payment finance payment finance payment finance 
rate cost cost cost 
8 ...... 36 $251 $1,024 $313 $1,280 $376 $1,536 
48 195 1,373 244 1,717 293 2,060 
60 162 1,731 203 2,164 243 2,597 
12 ...... 36 266 1,566 332 1,957 399 2,349 
48 211 2,112 263 2,640 352 4,920 
60 178 2,667 222 3,346 267 4,016 
18 ...... 36 289 2,412 362 3,015 434 3,618 
48 235 3,280 294 4,100 352 4,920 
60 203 4,188 254 5,236 305 6,283 
22 ...... 36 306 2,999 382 3,748 458 4,498 
48 252 4,098 315 5,123 378 6,147 
60 221 5,257 276 6,571 331 7,885 
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Insuring Your Car 
The purchasing process is complete only when you have insured your car. Auto 
insurance coverage is available for property damage, bodily injury, and liability. 
Comprehensive and collision coverage pays claims for physical damage to your 
car. Comprehensive insurance pays for damage by theft, vandalism, ftre, wind, and other 
uncontrollable events. It is most frequently used for broken windows and windshields. 
Collision insurance pays for damage to your vehicle no matter who was at fault. 
Both types of coverage generally are available with a deductible -- an amount you must 
pay for repairs before the insurance company will pay your claim. A high deductible can 
drastically reduce insurance premiums, or the amount you pay for insurance coverage, but 
can increase your expenses in the event of an accident. 
Premiums for comprehensive and collision coverage both depend, in part, on the value 
of your car. Collision insurance is the most expensive part of an auto insurance program. 
Thus, to lower premiums, reduce the amount of coverage as the car ages. Claims will be 
paid only up to the car's actual cash (or depreciated) value. 
Coverage for bodily injury includes medical payments and uninsured 
motorist coverage. Medical payments insurance will pay for the medical, hospital, and 
funeral expenses of the insured. It will also pay for the expenses of any passengers in the 
insured's car. Payment is made regardless of who was at fault. Uninsured motorist coverage 
(required in Illinois) pays for the medical expenses of the insured due to an accident caused 
by an uninsured or a hit-and-run driver. 
Liability coverage protects you in the event that you are at fault in an accident and are 
sued for bodily injury or property damage. The insurance pays for judgments against you as 
well as court costs and attorney's fees. 
Liability coverage is usually described in three ftgures as in "15/30/10." The frrst 
number (15) indicates the maximum payment for injuries to one person ($15,000). The 
second (30) is the maximum payment for injuries to all persons involved in an accident 
($30,000). The ftnal number ( 1 0) is the maximum payment that will be made for damage 
to another person's property ($10,000). Illinois law requires either liability coverage of 
15/30/10 or proof of ability to pay for damages. 
Single limit liability policies are also available. These pay up to a total maximum for 
all liability claims (including personal and property), spread around as needed. 
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To reduce auto insurance premiums: 
1. Compare rates at a number of companies. 
2. Take the largest deductible with which you are comfortable. 
3. Pay premiums only once or twice a year rather than monthly. 
4. Ask if you are eligible for a special discount. Discounts may be available for 
a variety of factors, including completion of a driver's education course, students' 
good grades, and a good driving record. 
Summary 
You've learned that buying a car involves several basic steps. This circular has given 
you information that should be helpful in your next car purchase as you decide what your 
auto needs are, compare the alternatives available, negotiate the price, and make fmancing 
and insurance decisions. 
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